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may require the entity being examined to send all books, accounts, and vouchers pertain-
ing to the receipt, disbursement, and custody of funds to the office of the state auditor for

examination. The petson, firm, partnership, association, or corporation audited ex-
amined under this section by the state auditor shall reimburse the state auditor for ex-
penses incurred in conducting the audit examination within 30 days after the state audi-
tor’s office submits its expenses. Interest at the rate established in section 549.09 shall
accrue on the outstanding balance starting on the 31st day after the state auditor demands
expenses.

Presented to the governor March 30, 1996

Signed by the governor April 2, 1996, 12:33 p.m.

CHAPTER 414—H.F.No. 2369

Anact relating to financial institutions; regulating consumer credit; modifying rates, fees, and
other terms and conditions; providing clarifying and technical changes; providing opportunities for
state banks to develop their Minnesota markets through broader intrastate branching; modifying
finance charge provisions and other provisions for certain cooperatives; providing technical
corrections; amending Minnesota Statutes 1994, sections 9.031, subdivision 13; 13.71, by adding a
subdivision; 46.041, subdivision 1; 46.044, subdivision 1; 47.10, subdivision 4; 47.101, subdivi-
sions 2 and 3; 47.20, subdivision 14; 47.201, subdivision 2; 47.51; 47.62, subdivision 1; 48.09;
48.10; 48.301; 48.34; 48.845, subdivision 4; 52.131; 53.01; 53.03, subdivision 1; 53.07, subdivi-
sion 2; 118.01, subdivision 1; 168.69; 168.705; 168.71; 168.72, by adding a subdivision; 168.73;
256.99; 300.025; 303.02, subdivision 2; 308A.135, subdivision 3; 308A.165, subdivision 2; 332.21;
332.50, subdivision 2; 334.02; and 334.03; Minnesota Statutes 1995 Supplement, sections 46,048,
subdivision 2b; 47.20, subdivisions 1 and 9; 47.52; 47.59, subdivisions 2, 3, 4, 5, 6, and by adding a
subdivision; 47.60, subdivision 2; 47.61, subdivision 3; 48.153, subdivision 3a; 48.194; 48.65:
50.1485, subdivision 1; 50.245, subdivisions 1 and 4; 53.04, subdivision 3a; 53.09, subdivision 2;
55.10, subdivision 4, 56.131, subdivisions 2, 4, and 6; 56.14; and 62B.04, subdivision 1; Laws 1995,
chapter 171, section 70; proposing coding for new law in Minnesota Statutes, chapters 49; and 334;
repealing Minnesota Statutes 1994, sections 48.94; 51A.01; 51A.02, subdivisions 1, 2, 3,4, 5, 8, 9,
10,11,12,13,14,15,16,17,18, 19,20, 21,22, 23, 24, 25,27, 28, 29, 30, 31, 32, 33, 34, 35, 36, 37, 38,
39, 41,42, 43, 44, 45, 46, 47, 48, 49, 50, 51, 52, 53, 55, and 56; 51A.03; 51A.04; 51A.041; 51A.05;
51A.06; 51A.065; 51A.07; 51A.08; 51A.09; 51A.10; 51A.11; 51A.12; 51A.13; 51A.131; 51A.14;
51A.15; 51A.16; 51A.17; 51A.19, subdivisions 1,4, 5,6, 7,8, 10, 11, 12, and 13; 51A.20; 51A.21,
subdivisions 1, 2,3,4, 5,6a,6b,7,8,9,10,11, 12,13, 14, 15, 17,18, 20, 21, 22, 23, 24, 25, 26, and 27;
51A.22; 51A.23, subdivision 6; 51A.24; 51A.251; 51A.261; 51A.262; 51A.27; 51A.28; 51A.29;
S5I1A.30; 51A.31; 51A.32; 51A.33; 51A.34; 51A.35;) 51A.361; 51A.37; 51A.38; 51A.40; 51A.41;
51A42; 51A.43; 51A44; S51A45; 51A.46; 51A.47; 51A.48; 51A.51; 51A.52; 51A.54; 51A.55;
51A.56; 51A.57; and 53.04, subdivision 3b; Minnesota Statutes 1995 Supplement, sections 47.201,
subdivision 7; 47.27, subdivision 3; 51A.02, subdivisions 6, 7, 26, 40, and 54; 51A.19, subdivision 9;
51A.21, subdivision 28; 51A.23, subdivisions 1 and 7; S1A.386; 51A.50; 51A.53; 51A.58; and
53.04, subdivisions 3¢ and 4a; Minnesota Rules, parts 2655.0100; 2655.0200; 2655.0300;
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2655.0400; 2655.0500; 2655.0600; 2655.0700; 2655.0800; 2655.0900; 2655.1000; 2655.1100;
2655.1200; and 2655.1300.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:

ARTICLE 1
FINANCIAL INSTITUTIONS TECHNICAL CORRECTIONS

Section 1. Minnesota Statutes 1994, section 9.031, subdivision 13, is amended to
read:

Subd. 13. REQUIRED COMMUNITY REINVESTMENT RATING. Banks
and trust companies designated as depositories must have received ratings of “outstand-
ing” or “satisfactory” as their most recent rating undes section 47-83 or under United
States Code, title 12, section 2906. If a state depository receives a rating that is below
“satisfactory,” the executive council shall revoke its designation as a depository. The
executive council may delay the effective date of the revocation if necessary to allow a
reasonable period of time to arrange for a replacement depository.

Sec. 2. Minnesota Statutes 1994, section 13.71, is amended by adding a subdivision
to read:

Subd. 21. BANK CHARTER TRADE SECRETS DATA. Trade secret data pro-
vided in bank nk charter applications i is classified under section 46.041, subdivision 1

Sec. 3. Minnesota Statutes 1994, section 46.041, subdivision 1, is amended to read:

Subdivision 1. FILING; FEE; PUBLIC INSPECTION. The incorporators of a
bank proposed to be organized under the laws of this state shall execute and acknowledge
a written application in the form prescribed by the commissioner of commerce. The ap-
plication must be signed by two or more of the incorporators and request a certificate au-
thorizing the proposed bank to transact business at the place and in the name stated in the
application. The applicant shall file the application with the department with a $1,000
filing fee and a $500 investigation fee. The fees must be turned over by the commissioner
to the state treasurer and credited to the general fund. The application file must be public,
with the exception of financial data on individuals which is private under the Minnesota
government data practices act and data defined as trade secret information under section
13.37, subdivision 1, paragraph (b (b), ), which must be given nonpublic classification upon

written request by @E applicant.
Sec. 4. Minnesota Statutes 1994, section 46.044, subdivision 1, is amended to read:

Subdivision 1. CHARTERS ISSUED CONDITIONS. An application for a bank

integrity, y, (2) there is a reasonable public demand for this bank in this location, (3) the
organization expenses being paid by the bank do not exceed those allowed by section
46.043, (4) the probable volume of business in this location is sufficient to insure and
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maintain the solvency of the new bank and the solvency of the then existing bank or banks
in the locality without endangering the safety of any bank in the locality as a place of de-
posit of public and private money, (5) the commissioner of commerce is satisfied that the
proposed bank will be properly and safely managed, and (6) the commissioney is satisfied
that the capital funds required pursuant to section 48.02 are available and the commis-
sioner may accept any reasonable demonstration including subscription agreements sup-
ported by current financial statements; and (7) the applicant; if it is an interstate bank
helding company; as defined in section 48.92; has provided developmental loans as re-
quired by section 48:991; and has complied with the net new funds reporting require-
ments of section 48-93; the application must be granted; otherwise, If the application does
not satisty the requirements of this subdivision, it must be denied. In case of the denial of
the application, the commissioner of commerce shall specify the grounds for the denial.

A person aggrieved; may obtain judicial review of the determination in accordance with
chapter 14.

Sec. 5. Minnesota Statutes 1995 Supplement, section 46.048, subdivision 2b, is
amended to read:

Subd. 2b. NOTICE. Upon the filing of an application a notice:

(1) an applicant acquiring party shall publish once in anewspaper of general circula-
tion notice of the proposed acquisition in a form acceptable to the commissioner; and

(2) the commissioner shall accept public comment on an application a notice for a
period of not less than 30 days from the date of the publication required by clause (1).

Sec. 6. Minnesota Statutes 1994, section 47.10, subdivision 4, is amended to read:

Subd. 4. APPROVAL OF CERTAIN INSIDER AGREEMENTS. No bank, trust
company, savings bank, or savings assocjation may purchase e, sell, or lease real proper-
ty, personal property, improvements or equipment of a value of $25,000 or more if the
purchaser or, seller, lessor, or lessee other than the bank, trust company, savings bank, or
savings association has an existing direct or indirect interest in the institution without
prior written approval by the commissioner. Bach bank, trust company, savings bank, or
savings association must maintain documentation of transactions with interested parties,
including personal property leases and purchases or sales of under $25,000, which dem-
onstrates the commercial reasonableness and fair market value of the transaction,

Sec. 7. Minnesota Statutes 1995 Supplement, section 47.20, subdivision 1, is
amended to read:

Subdivision 1. Pursuant to rules the commissioner of commerce finds to be neces-
sary and proper, if any, banks, savings banks, and savings associations organized under
the laws of this state or the United States, trust companies, trust companies acting as fidu-
ciaries, and other banking institutions subject to the supervision of the commissioner of
commerce, and mortgagees or lenders approved or certified by the secretary of housing
and urban development or approved or certified by the administrator of veterans affairs,
or approved or certified by the administrator of the farmers home administration or any
successor, or approved or cettified by the federal home loan mortgage corporation, or ap-
proved or certified by the federal national mortgage association, are authorized:

(1) To make loans and advances of credit and purchases of obligations representing
loans and advances of credit which are insured or guaranteed by the secretary of housing
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and urban development pursuant to the national housing act, as amended, or the adminis-
trator of veterans affairs pursuant to the servicemen’s readjustment act of 1944, as
amended, or the administrator of the farmers home administration or any successor pur-
suant to the consolidated farm and rural development act, Public Law Number 87-128, as
amended, and to obtain the insurance or guarantees;

(2) To make loans secured by mortgages on real property and loans secured by a
share or shares of stock or a membership certificate or certificates issued to a stockholder
or member by a cooperative apartment corporation which the secretary of housing and
urban development, the administrator of veterans affairs, or the administrator of the
farmers home administration or any successor has insured or guaranteed or made a com-
mitment to insure or guarantee, and to obtain the insurance or guarantees;

(3) To make, purchase, or participate in such loans and advances of credit; including
reverse mortgage loans, notwithstanding anything in sections 47.20, subdivision 4b,
47.58, and 334.01 and chapter 56 to the contrary; as would be eligible for purchase,_iﬁ
Wwhole or In part, by the federal national mortgage association or the federal home loan
mortgage corporation, but without regard to any limitation placed upon the maximum
principal amount of an eligible loan;

(4) To make, purchase or participate in such loans and advances of credit secured by
mortgages on real property which are authorized or allowed by the office of thrift super-
vision or the office of the comptroller of the currency, or any successor to these federal
agencies.

Sec. 8. Minnesota Statutes 1995 Supplement, section 47.20, subdivision 9, is
amended to read:

Subd. 9. (1) For purposes of this subdivision the term “mortgagee” shall mean all
state banks and trust companies, national banking associations, state and federally char-
tered savings associations, mortgage banks, savings banks, insurance companies, credit
unions or assignees of the above.

(a) Bach mortgagee requiring funds of a mortgagor to be paid into an escrow, agency
or similar account for the payment of taxes or insurance premiums with respect to a mort-
gaged one—to—four family, owner occupied residence located in this state, unless the ac-
count is required by federal law or regulation or maintained in connection with a conven-
tional loan in an original principal amount in excess of 80 percent of the lender’s ap-
praised value of the residential unit at the time the loan is made or maintained in connec-
tion with loans insured or guaranteed by the secretary of housing and urban development,
by the administrator of veterans affairs, or by the administrator of the farmers home ad-
ministration or any successor, shall calculate interest on such funds at a rate of not less
than five three percent per annum. Such interest shall be computed on the average month-
ly balance in such account on the first of each month for the immediately preceding 12
months of the calendar year or such other fiscal year as may be uniformly adopted by the
mortgagee for such purposes and shall be annually credited to the remaining principal
balance on the mortgage, or at the election of the mortgagee, paid to the mortgagor or
credited to the mortgagor’s account. If the interest exceeds the remaining balance, the
excess shall be paid to the mortgagor or vendee. The requirement to pay interest shall
apply to such accounts created prior to June 1; 1976; as well as to accounts created after
June 1; 1976 in conjunction with mortgage loans made prior to July 1, 1996.
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(b) Unless the account is exempt from the requirements of paragraph (a), a mortgag-
ee shall allow a mortgagor to elect to discontinue the escrow account after the seventh

delmquent in the previous 12 months This paragraph shall apply to accounts created
pmor to July 1, 1996, as Well as to accounts created on or after. July 1, 7996. The mortgag-

at the time the mortgagor requests dlscontmuance the mortgagee is not obligated to al-
Tow discontinuance until the escrow account is balanced or the shortage1 has been repaid.

(c) The mortgagee shall notlfy the mortg'lgor thhm 60 days after the seventh anm—

1, 1997

(d) A mortgagee may require the mortgagor to reestablish the escrow account if the
mmtg’lgor has failed to mdke timely payments for two consecutlve payment penods at

taxes or insurance premiums when due, A payment rece1ved during a grace penod shall
be deemed timely.

(e) The mortgagee shall, subject to paragtaph (b), return any funds remaining in the
account to the mortgagor within 60 days after receipt of ptof the mortgagor s written notice of
election to “discontinue the escrow account.

() The mortgagee shall not charge a direct fee for the administration of the escrow

account, nor shall the mortgagee charge a fee or other consideration for “atlowing the
mortgagm to "discontinue the €SCIOW account,

2) A mortgages offering the following option (¢) to a mortgagor but not requiting
maintenance of escrow accounts as described in clause (1); whether or not the accounts
were required by the mortpagee or were optional with the mortgagor; shall offerto each of
such meortgagors the following options:

(a) the mortgagor may personally manage the payment of insurance and taxes;

b) the mortgagor may open with the mortgagee a passbook savings account carry-
ing the eusrent rate of interest being paid on such accounts by the mostgagee in which the
moxtgagor ean deposit the funds previously paid into the eserow account; or :

{c) the mortgagor may elect to maintain a noninterest bearing escrow account as de-
seribed in clause (1) to be serviced by the mortgagee at no charge to the mertgagor:

A mortgagee that is not a depoesitory institution offering passbook savings accounts
shall instead of offering option (b) above netify its mertgagers (1) that they may open
such accounts at a depesitory institution and (2) of the current maximum legal interest
rate on such accounts:

A mortgagee offering option {e) above to a mortgagor but not requiring the mainte-
nance of escrow accounts shall notify its mortgagor of the options under (a); (b) and (e)-
The notice shall state the eption and state that an escrow acceunt is not required by the
mortgagee; that the mortgagor is legally responsible for the payment of taxes and insur-
anee; and that the notice is being given pursuant to this subdivision-
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Notice shall be given within 30 days after the effective date of the provisions of
Laws 1977, chapter 350 amending the subdivision; as to mortgagees offering option (¢)
above to mortgagors but not requiring escrow accounts as of the effective date; or within
30 days after a mostgagee’s decision to discontinue reguiring escrow aceounts if the
moertgagee continues to offer option (c) above to mortgagors- I no reply is received with-
in 30 days; option (c) shall be selected for the mortgagor but the mortgagor may; at any

A mortgagee making a new mortgage and offering optien {¢) above to a prospective
mortgagor shall; at the time of loan application; notify the prospective mortgagor of op-
tions (a); (b) and (o) above which must be extended to the prospestive mortgagoer: The
mortgagor shall select one of the optiens at the time the loan is made:

Any notice required by this clause shall be on forms approved by the commissioner
of commerce and shall provide that at any time a mortgagor may select a different options
The form shall contain a blank where the current passbook rate of interest shall be entered
by the mortgagee. Any option selected by the mortgagor shall be binding on the mortgag-
ee-

This clause does net apply to escrow accounts which are excepted from the interest
paying requirements of clause (1)

3) A mottgagee shall be prohibited from charging a direct fee for the administration
of the eserow account:

Sec. 9. Minnesota Statutes 1994, section 47.20, subdivision 14, is amended to read:

Subd. 14. (2) A lender requiring or offering private mortgage insurance shall make
available to the borrower or other person paying the insurance premium the same pre-
mium payment plans as are available to the lender in paying the private mortgage insur-
ance premium.

(b) Any refund or rebate for unearned private mortgage insurance premiums shall be
paid to the borrower or other person actually providing the funds for payment of the pre-

mium.

(c) With regard to first mortgage loans made on or after January 1, 1997, the mort-

gagor shall have the right to elect, in writing, to cancel botrower—purchased private mort-
gage insurance if all of the following terms and conditions have been met:

(1) if the current unpaid principal balance of a first mortgage is 75 percent or less of

the current fair market appraised value of the property. “Current falr iir market appraised
value” shalf be based upon a current appraisal by a real estate appraiser licensed or certi-

fied by the appropriate state or federal agency and reasonably acceptable to the > Tender.

The lender may require the mortgagor to pay for the appraisal;

(2) the mortgagor’s monthly installments of principal, interest, and escrow obliga-
tions have not been more than 30 days past due over the 24-month period 1mmed1ately

cancellafion of private mortgage insurance;

(4) the property securing the mortgage is owner—occupied; and
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(5) the mortgage has not been pooled with other mortgages in order to constitute, in

whole or in part, collateral for bonds issued by t by the state of Minnesota or any 1y political sub-
division of the state of Minnesota or ofany agency o_f any 1y political subdivision of the state

of Minnesota.

(d) Other than the appraisal fee allowed pursuant to paragraph (c), clause (1), the
lender shall not charge the borrower afee or other consideration for cancellation of of the
ptlvate mmtgage insurance.

(e) A lender lequlrmg private mortgage insurance shall after the payment of the

Settlement | Procedures Ait 11121 shall appear substantlally as follows:
“NOTICE OF RIGHT TO CANCEL PRIVATE MORTGAGE INSURANCE

If you cunently pay private mmtgage msurance premlums you may have the right

9] If a mortgagc loan governed by pmagmph (c) is serviced in accordance with the
guidelines of either the Federal National Mortgage Association o or the Federal Home
Loan Mortgage Corporation, the lender shall cancel private mortgage insurance in accor-
dance with the cancellation guidelines of the applicable entity in effect at the time the

request fm cancellation i is received.

Sec. 10. Minnesota Statutes 1994, section 47.201, subdivision 2, is amended to read;

Subd. 2. AUTHORIZATION. Notwithstanding the provisions of sestions section
334.01, subdivision 1, and 53:A-37; subdivision 3; elause (d); any financial institution is
authorized to make graduated payment home loans and purchases representing gra-
duated payment home loans pursuant to such rules as the commissioner of commerce
finds to be necessary and proper, if any, at an interest rate not in excess of the maximum
lawful interest rate prescribed in section 47.20, subdivision 4a. Notwithstanding the pro-
visions of section 334.01, subdivision 1, where initial repayments of a graduated pay-
ment home loan are less than the total accrued outstanding interest, the excess accrued
and unpaid interest may be added to the outstanding loan balance on which interest ac-
crues at the contracted rate.

Sec. 11, Minnesota Statutes 1995 Supplement, section 47.61, subdivision 3, is
amended to read:

Subd. 3. (a) “Electronic financial terminal” means an electronic information proces-
sing device that is established to do either or both of the following:

(1) capture the data necessary to initiate financial transactions; or
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